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Edmonton’s $25 million Southgate shopping centre was completed early in 1970. 


HIGHLIGHTS IN REVIEW 


Customers at Year End 


Natural Gas Sales 
(thousands of cubic feet) 


Revenue 


Net Income 
From Operations 


Total, including gain on sale 
of land and investments 


Earnings Per 
Common Share 


From Operations ; 


Total, including gain on sale 
of land and investments 


Gross Additions to 
Plant - Annual 


Gross Plant 
Miles of Pipeline 


Maximum Daily 


Demand. . oe. 8. 
(thousands of cubic feet) 


Communities Served 
Population Served 
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1970 


139,946 
107,697,555 


$32,955,913 


$4,182,235 
$4,194,526 


$2.21 
$2.22 


$6,058,513 
$108,148,824 
4,396 


553,699 


114 
599,000 


£969 


1357299. 
96,333,941 


$30,429,899 


$4,152,339 
$ 4,664,037 


$219 
$2.49 


$6,241,168 
$102,474,796 
4,177 


493,269 


5 
575,000 


1968 


130,047 
83,949,345 


$27,220,196 


$3,449,468 
$3,648,192 


$1.78 
51-90 


$4,509,789 
$96,858,453 
3,812 


495,191 


109 
554,000 


1967 


125,124 
66,279,958 


$27, 161;182 


$3,247,437 
Po2OL, 919 


$1.66 
$1.67 


$4,267,731 
$93,098,629 
3,302 


426,647 


103 
530,000 


1966 


121,218 
79,628,406 


$26,065,641 


$3,588,652 
$3,588,652 


$1.86 
$1.86 


$3,27 2209 
$89,273,626 
3,044 


395,486 


92 
512,000 


1960 


93,679 
54,192,715 


$18,186,910 


$2,899,122 
$2,899 ;12e 


$1.46 
$1.46 


$3;235;/c8 
$66,415,769 
2,384 


266,952 


iy 
390,000 


47th ANNUAL REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS 


Net earnings from operations during 1970 amounted to $4,182,000 as compared to 
$4,152,000 for the previous year. A gain on sale of land and investments added $12,000 
to bring the total net earnings for the year to $4,194,000. This compares with the total 
earnings, including a $512,000 gain on sale of investments, of $4,664,000 in 1969. 
Earnings for 1969 have been restated to reflect the final settlement of 1969 income taxes. 


Revenue from natural gas sales in 1970 was 8.3 per cent higher than 1969, increasing 
by $2,526,000 to $32,956,000. This increase was for the most part due to record increases 
experienced in the industrial sales sector where sales volume increased 20 per cent. 
Temperatures for the year were such that the heating requirements for the typical space 
heating customers were slightly less than normal but within 1 per cent of the long 
term average. 


Operating expenses, including depreciation and property and income taxes, increased 
by 8 per cent to $26,906,000. The gas supply for the company is obtained partly from the 
company’s own production and partly by purchases from other companies. In 1970, the 
total amount spent on the portion purchased from other companies was $10,407,000, 
representing an increase of $636,000 over 1969. This increase plus the combined effect 
of expanded operations, higher wages, material costs and taxes, resulted in the total 
increase in expenses of $2,002,000 over 1969. 


The $6,000,000 construction program in 1970 was financed from proceeds remaining 
from an issue of first mortgage bonds sold in December, 1969, and from funds generated 
from the operations during the year. No further financing was undertaken during 1970. 


During 1970, the company, together with other gas and electric utility companies, 
made strong representations concerning certain sections of the White Paper on Tax Reform 
dealing with dividend tax credit treatment of utility shareholders. Both the House of 
Commons and Senate committees endorsed the stand taken by the utilities and gave 
recommendations which were favourable so far as continuation of a dividend tax credit for 
utility shareholders was concerned, with the Commons committee recommending that the 
Minister of Finance seek an appropriate arrangement with the provincial governments to 
enable such a credit to continue. Legislation which will replace or revise the present tax 
laws is expected during the current session of Parliament. 


In 1970 J. C. Dale resigned as Vice-Chairman and Director of Northwestern Utilities, 
Limited and accepted an assignment with a consulting firm to take part in the co-ordination 
and administration of the electrical industry in East Pakistan. On behalf of the board we 
wish to express our sincere appreciation to Mr. Dale for the contributions he has made 
during his 12 years service as a director of this company. 


The directors wish to express their appreciation to a loyal, dedicated and competent 
staff on whose skill and ability we depend to carry out our company’s objectives of safe 
and reliable service to the public. 


By order of the board of directors. 


AO tage a, 


J. E. Maybin, Chairman E. W. King, President 


March 2, 1971. 
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NORTHWESTERN UTILITIES, LIMITED 


THE YEAR IN REVIEW 


GAS SALES 


Natural gas sales increased by 
11.4 billion cubic feet to 107.7 bil- 
lion cubic feet in 1970, an increase 
of 12 per cent. The major reasons 
for the increase were an additional 
8.4 billion cubic feet in sales to in- 
dustrial customers and 2.8 billion 
cubic feet to commercial customers. 


Temperature has a considerable 
effect on natural gas sales to resi- 
dential and commercial customers, 
as these sales are largely heating 
sales. The average temperature for 
1970 was 0.3 degrees warmer than 
the normal of 36.8 degrees, and 1.6 
degrees warmer than 1969. After 
eliminating the effect of weather, the 
increase in basic market growth from 
1969 appears to have been in the 
order of 13 per cent. 


The following table shows sales 
by class of customer in 1970: 


Billion Per Cent 

Cubic Feet of Total 
Residential. . 26.1 24.2 
Commercial 32.4 Soe! 
Industrial 49.2 45.7 

107.7 100.0% 


During the year 4,647 new cus- 
tomers were added to the system, 
bringing the total number served at 
year-end to 139,946. The company 
continued its policy of extending ser- 
vice to new communities, adding the 
village of Lougheed to its system. 
Northwestern now serves 114 com- 
munities in Central Alberta. 


Industrial sales continued to grow 
at a record pace and 1970 volumes 
were 20 per cent greater than those 
of 1969. This continuing dramatic 
increase in industrial sales (from 
1960 to 1970 industrial sales in- 
creased 2.3 times) is due both to 
influx of new industries and rising 
demands of existing industries. 


Sales to the company’s largest 
customer, Edmonton Power, totalled 
24.1 billion cubic feet, an increase 
of 3.5 billion cubic feet. Peak day 
sales to the two power plants totalled 
103.6 million cubic feet. 


The company’s program of extend- 
ing gas service to rural customers 
continued during the year with 416 
installations being made. Farms and 
rural subdivision installations now 
total 4,374 (3,000 in the past five 
years). Several areas have been Sur- 
veyed for future development involv- 
ing a potential of 1,000 customers. 


The village of Lougheed was the 
only community added to our system 
during the year. It is in the area 
operated from the company’s Pro- 
vost agency. With the continued 
addition of both urban and_ rural 
customers the number of customers 
served by the agencies outside of 
Edmonton has grown to 38,560. 

A peak day delivery record of 553 
million cubic feet was set on Decem- 
ber 4, 1970. The previous high was 
531 million cubic feet set on January 
15,1070: 


MARKETING 


Growth within the territory served 
by the company continued in 1970. 
Population of the company’s service 
area reached 599,000, a 4 per cent 
increase over the previous year. 
Population of the Edmonton metro- 
politan area is now 460,350, an in- 
crease of 17,200 over 1969. Red 
Deer, the second largest city served 
by the company, now has a popu- 
lation of 26,900. 

Building permits in the City of Ed- 
monton totalled $127,000,000, a de- 
crease of $42,000,000 from the 
record high established in 1969. 
Residential permits, including apart- 
ments, were down $17,000,000 from 
the $74,000,000 of the previous 
year. This is the first indication of a 
Slow down in apartment building 
since 1961. Since that time 30,000 
apartment dwelling units have been 
constructed. 

Edmonton is subject to the selec- 
tive restraints on commercial con- 
struction imposed by the federal 
government’s taxation measures, re- 
straints which are one of the factors 
inhibiting growth in. the area. 

In Edmonton residential construc- 
tion appears also to have been handi- 
capped by a shortage of serviced lots 
and only 1,775 installations were 
made, some 40 per cent below nor- 
mal. On the other hand, there was 
some expansion of activity in the 
satellite towns bordering the city. 
More than 1,400 service installations 
were made in Sherwood Park, St. 
Albert and Spruce Grove, up 300 
from 1969. Plans for these towns 
include further land development 
projects at Spruce Grove. In addi- 
tion, two major land developments 
bordering Edmonton are moving 
ahead. On the south in the Mill 
Woods area, the development covers 
12.5 square miles, while on the 
north a further development adds 
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REVIEW 


CONTINUED 


10.2 square miles. Together they 
will give Edmonton a total area of 
111.83 square miles. 

Construction plans for a new uni- 
versity, the Athabasca University, to 
be located at St. Albert, three miles 
northwest of the city, were revealed 
in 1970. This location was chosen to 
help meet the demand for university 
facilities in the Edmonton region. 
The new university will receive 70 
per cent of its enrolment from Ed- 
monton and reduce the overflow at 
the University of Alberta as_ it 
reaches its enrolment capacity of 
22000 by 1973. 


Athabasca University will be the 
province’s fourth university. It joins 
a host of other educational facilities 
in Northwestern’s service area, in- 
cluding Edmonton’s Northern Alberta 
Institute of Technology, Vermilion 
School of Agriculture, Camrose 
Lutheran College and the Red Deer 
Community College. The University 
of Alberta itself has announced plans 
to spend a further $149,000,000 by 
1977 on construction, which will in- 
clude 20 new buildings and renova- 
tions to existing buildings. 


The construction of several office 
and high rise buildings added to 
Edmonton’s already impressive sky- 
line. The 24-story Imperial Oil build- 
ing, 10-story Canada Trust and 20- 
story Alberta Government  Tele- 
phones toll building, were completed 
in 1970 as were two high rise apart- 
ments, the 18-story Crescent Place 
and the 20-story Lord Byron Place; 
and the 16-story Hyde Park con- 
dominium. 


The $18,000,000, 35-story, Al- 
berta Government Telephones head 
office and administration building is 
Slated for completion in July, 1971. 
Its status as Edmonton’s tallest build- 
ing will be short-lived as the circular 
45-story Edmonton House _ office- 
apartment building complex on the 
side of Bellamy Hill will be com- 
pleted in early 1972. 


Continued expansion of retail 
trade was marked by the completion 
of Edmonton’s seventh enclosed 
shopping mall. The $25,000,000 
Southgate Shopping Centre com- 
pleted in early 1970 is being fol- 
lowed by the $14,000,000 London- 
derry Mall in north Edmonton which 
is now under construction, with com- 
pletion planned for 1972. 


Industrial expansion in North- 
western’s territory over the past 10 
years has been outstanding, as evi- 


denced by the fact that 219 indus- 
trial customers now consume the 
same amount of natural gas as 
137,000 residential and commercial 
customers. The growth has not been 
confined to the Edmonton area, but 
includes areas around Rocky Moun- 
tain House, Edson, Hinton, Fort Sask- 
atchewan, Red Deer and_ other 
smaller communities in the areas 
where oil and gas development is 
taking place. 


The Mcintyre Porcupine mine at 
Grande Cache, 175 miles northwest 
of Edmonton, started delivery in April 
on its 15-year, 30 million ton coal 
export program to Japan worth 
$420,000,000. Northwestern is sup- 
plying natural gas to the plant for 
drying the coal following washing to 
remove the impurities. Initial annual 
sales are forecast at 1.6 billion cubic 
feet. 


Gulf Oil started construction of a 


$75,000,000 expansion at its re- 


finery on Edmonton’s eastern out- 
skirts. The 80,000 barrel per day 
plant, to go on stream in June, 1971, 
will produce mainly light oils, includ- 
ing gasoline, diesel and heating oils 
and will be the largest refinery west 
of Sarnia, Ontario. 


Edmonton’s second generating 
station, located at Clover Bar, came 
on line in 1970. The $16,000,000 
plant utilizes natural gas as a prime 
energy source. In addition, it is the 
first time in Canada that a specially 
designed anti-pollution device has 
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been used to reduce the natural gas 
flame temperature and_ polluting 
nitrogen oxide formations. 


Oil, gas and mineral exploration 
and development programs under- 
way in Canada’s northland are creat- 
ing increasing demands on the facili- 
ties of existing Edmonton manufac- 
turers and are attracting many new 
firms. A small ship building industry 
has been developed to meet the 
needs of the north country for barges 
to transport well and seismic equip- 
ment. Edmonton is the “Gateway to 
the North’ and for this reason, 
manufacturers of drilling equipment, 
pipeline equipment, special design 
aircraft, and snow melting equip- 
ment for producing water, have all 
experienced additional growth. 


The continuing search in the north 
for oil, gas and minerals, and the 
growing tourist industry stimulated 
by the Yellowhead Pass all promise 
to assure the continuing prosperity 
of Edmonton. 


GAS SUPPLY 


The marketable gas reserves in 
fields connected to Northwestern 
Utilities’ system were estimated to 
be 3,541 billion cubic feet as at 
December 31, 1970. 


The main sources of gas supply 
in Northwestern’s system were the 
gas processing plants in oil and gas 
fields and these supplied 60 per 
cent of the total market require- 
ments. 
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The company obtained 36 per 
cent of its annual requirements from 
the dry gas fields, Viking-Kinsella, 
Beaverhill Lake, Fort Saskatchewan, 
Fairydell - Bon Accord and other 
minor sources. The gas from these 
fields, in which the company owns 
major interests, was used primarily 
to meet the winter season peak 
loads. On the peak day in Decem- 
ber, these fields were called on to 
Supply 50 per cent of the total sys- 
tem demand. 


A relatively minor amount, equiva- 
lent to 3 per cent of the company’s 
total gas Supply was purchased from 
TransCanada PipeLines Limited and 
local pipeline companies. This gas 
was used to Supply communities and 
rural customers which cannot be 
reached by the company’s own pipe- 
line network and to meet short-term 
winter peaking requirements in 
various parts of the system. 


Two deep pool tests were com- 
menced in 1970 in the Viking- 
Kinsella field to explore the deeper 
zones underlying the Viking produc- 
ing zone. The one which was fin- 
ished in 1970 proved unproductive 
in the deeper horizons but was com- 
pleted as a Viking gas well. The 
other, which had encouraging tests 
in the deeper zones, will be evalu- 
ated during 1971. 


SERVICE TO OUR CUSTOMERS 


During 1970 the customer service 
group completed 80,850 service 
calls and 20,000 premises surveys, 
when the company’s expert service- 
men check all gas installations in 
each household. In addition 465 
school inspections were made and 
383 operational tests completed on 
large new equipment. 


Utilization engineers added many 
industrial and special commercial 
applications to our system through 
their design service. These covered 
a wide variety, such as gun blueing, 
hog singeing, swimming pool heat- 
ing, make-up air heating, permanent 
press oven, galvanizing tank and bar- 
becues. Among the special studies 
was an investigation of our two com- 
panies’ operations with respect to 
effects upon our environment. 

The company’s home economists 
remained high in the popularity poll 
as they continued to answer inquiries 
covering a variety of subjects. Their 
“Bride’s Course” and “Food for 
Entertaining Course” proved to be 
very popular. Over 70 demonstra- 


8 


tions including the Wild Game Show 
and Barbecue Show attracted over 
6,000 people. 

A radio program “‘problem corner” 
is widely accepted by homemakers 
throughout our service area. 


NEW CONSTRUCTION 


During the year capital expendi- 
tures were $6,000,000 of which ap- 
proximately $2,000,000 was spent 
on extensions and facilities to con- 
nect new urban and rural customers. 
In the spring, construction of the 66- 
mile natural gas line serving the 
McIntyre Porcupine mine at Grande 
Cache was completed. This line cost 
$2,600,000, of which approximately 
$1,500,000 was spent in 1970. The 
eight-inch line was built through, dif- 
ficult, hilly, bush country. 


Among the other major pipeline 
projects were five miles of 20 inch 
and two and a half miles of smaller 
line, to improve service in East Ed- 
monton, particularly to the new Gulf 
Oil refinery and the City of Edmonton 
Clover Bar plant; replacement of a 
short section of 12-inch Swan Hills 
line, exposed by spring floods; and 
construction of 9.5 miles of line to 
Supply gas to the utility company 
serving the town of Grande Cache. 
Main extensions for new urban and 
rural customers totalled 141 miles 
in 1970. 

The company’s pipeline system in 
Central Alberta totalled 4,396 miles 
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at the end of 1970, an increase of 
220 miles over 1969. The system 
consists of 239 miles of field lines, 
1,428 miles of transmission lines 
and 2,729 miles of distribution 
mains. 


Capital expenditures in 1971 are 
estimated at $5,600,000. Approxi- 
mately $2,000,000 will be spent on 
providing extensions of pipelines, 
and new facilities to connect new 
urban and rural customers who are 
expected to number ‘about 4,200. 
To reinforce its gas supply facilities 
the company in 1971 plans to spend 
up to approximately $700,000 up- 
grading the major transmission lines 
serving Edmonton. 


OTHER OPERATING 
HIGHLIGHTS 


While in another part of the con- 
tinent the world land speed record 
was shattered using a natural gas 
powered car, in Alberta our company 
and its associate, Canadian Western, 
introduced a new concept of natural 
gas utilization, namely the “Clean 
Air’ fleet by converting a number 
of vehicles to the dual-fuel system. 
With this system the driver may 
choose either natural gas or gasoline. 


After completion of some initial 
tests, Northwestern Utilities expects 
to convert part of its city fleet to 
this system in the interests of re- 
ducing vehicular air pollution. 


In cooperation with the City of Ed- 
monton and Alberta Government 
Telephones, the company is working 
on the development of an automatic 
reading system for gas, electric and 
water meters. Depending on the de- 
velopment of equipment it is pro- 
posed that a computer would obtain 
meter readings by telephone and 
automatically produce the consumer 
bill. A pilot study using some 30 
homes will test the project this 


Spring. 


STAFF 


At December 31, 1970 there were 
650 employees working in perma- 
nent positions. During the course of 
the year there were 44 job postings 
advertised within the company, of 
which 13 were filled with seasonal 
employees. The year 1970 was the 
final year of a two-year labor con- 
tract which must be replaced during 
1971 by a new agreement with the 
Natural Gas Employees’ Benefit 
Association. 
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NOTES TO FINANCIAL STATEMENTS - DECEMBER 31, 1970 
NORTHWESTERN UTILITIES, LIMITED 


1. Depreciation and amortization: 


Property, plant and equipment is being depreciated and amortized in accordance with Board orders of The 
Public Utilities Board for the Province of Alberta as follows: 


General plant (exclusive of transportation and movable equipment) on a straight line basis at the effective 
rate of 2.475% per annum on the gross cost of the plant at the preceding December 31, less contribu- 
tions for extensions to the plant at that date. 


Natural gas and underground storage facilities at the rate of 142% per annum on cost at the preceding 
December 31, plus an amount based on unit withdrawals. 


Other plant at various rates based on estimated lives of the assets. 


2. The 4% cumulative preference shares are redeemable at the option of the company on thirty days’ notice at 
$103 per share. 


3. Long-term debt: 
Long-term debt at December 31, 1970 is summarized as follows: 


Total Current 
Amount Maturities 
First mortgage sinking fund bonds: 

Series B—3¥%2% due December 15,1971. .... . $ 654,250 $ 654,250 
Series C—34%2% due December 15,1971. .... . 332,000 332,000 
Series D—358% due December 15,1971... .. . 1,030,000 1,030,000 
Series E—358% due December 15,1975... .. . 1,775,000 235,000 
Series F—434% due January 15,1979. . .... . 2,038,500 214 500 
Series) G——5se7on dues Apnilel'5 lS SS enn 4,993,000 173,000 
Series H—534% due March 1.1988 ...... . 9,766,500 286,500 
Series |—612% due May 1, 1992 . ee ine 4,610,000 130,000 
Series J—934% due December il). [004i 7,792,000 208,000 
32,991,250 3,260,250 

DeductacunreniteniacunltleS a> emeaenn nnn ne 3,260,250 

Long-term debt less current maturities. . . . . . $29,731,000 


The long-term debt outstanding is stated after deducting $12,000 Series G and $28,500 Series H bonds 
which have been purchased and are held for future sinking fund payments. 

The trust deed securing the first mortgage bonds imposes certain restrictions on the payment of dividends 
and management fees and upon the redemption or repayment of the company’s preference and common 
shares. To December 31, 1970 all of the conditions of the trust deed and indentures had been met. 


4. Instalments of long-term debt maturing in each of the calendar years 1971, 1972, 1973, 1974 and 1975 
amount to $3,260,250, $1,284,500, $1,284,500, $1,284,500 and $1,911,500, respectively, after deducting 
bonds which have been purchased as described in the preceding note. 


5. In fixing rates, except for the matter referred to in the succeeding paragraph, the Public Utilities Board of 
the Province of Alberta permits the company to recover only taxes payable currently and accordingly, to the 
extent that capital cost allowances are claimed in excess of the depreciation recorded in the accounts, 
there has been a related reduction in the amount of income taxes otherwise payable. 

The company is permitted, however, to record deferred tax credits in respect to the acquisition of natural gas 
rights for its utilities systems, but, at the specific request of the City of Edmonton it has agreed with effect 
from January 1, 1967 to amortize such deferred tax credits by credit to the annual provisions for income 
taxes over a 10 year period. 

The effect of the reductions in the annual provisions for taxes on income resulting from the use of the methods 
referred to in the two preceding paragraphs as compared to the annual provisions on a tax allocation basis 
is that the provisions have been reduced by $227,740 in 1970 ($211,373 in 1969). The cumulative amount 
of deferred tax credits to December 31, 1970 is $3,529,000 of which $984,405 has been recorded in the 
accounts. 


6. During 1970 the company was re-assessed for income taxes applicable to the years 1965 to 1969. Accordingly 
the balance of retained earnings at December 31, 1969 has been restated to reflect the retroactive change 
of $352,091 for income taxes settled in 1970. Of this amount $151,543 is applicable to 1969 and has 
been reflected as a reduction of income taxes for that year; the balance, $200,548 is applicable to the 
years prior to 1969 and has been credited to retained earnings at January 1, 1969. 


7. The company, together with certain of its affiliated companies, has in effect a pension plan covering sub- 
stantially all of its employees. At December 31, 1970, the company’s share of the aggregated unfunded past 
$904, 0 liability, being amortized over a period of approximately twenty” years, amounted to approximately 

904,000. 


8. The aggregate remuneration paid by the company to the directors and senior officers of the company. during 
1970 was $263,767. 
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